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Money Market in November 


There has been evidence during the past month of 
increasing investment interest in high grade securities 
and in a wider range of maturities. Demand for such 
securities, after being largely limited to short and inter- 
mediate term securities in October, gradually extended 
during November to the longer maturities, apparently 
reflecting lessened apprehension concerning the imme- 
diate trend of interest rates, combined with the con- 
tinued pressure of idle funds. 

On some days during November long term Govern- 
ment bonds showed net gains of 44 to % point or more. 
There were intervening declines, but the average price of 
long term Treasury bonds extended the recovery of 
October and late September by about 2 points, net. Near 
the end of November the average was about 6% points 
above the lowest level reached in September, and was 
close to the level of August 31, just before the outbreak 
of war in Europe. Current prices of such bonds, although 
still about 3 points below the June peak on the average, 
are higher than at any time in recent years prior to 
last March. 

The highest grade corporation bonds made somewhat 
larger recoveries, averaging 214 points during November, 
and near the end of the month price averages of such 
bonds had more than regained the losses of early Sep- 
tember, standing somewhat above the August 31 levels. 
They were about 8 points above the lowest levels reached 
in September, and although they were still about 2 points 
below the peak levels reached in July, they, like Treasury 
bonds, were higher than at any time prior to last March. 

Shorter term Government securities, which had expe- 
rienced an earlier revival of demand than the long term 
bonds, also continued to be in good demand during 
November and their yields declined further. Price move- 
ments of such securities, however, were narrower than in 
the case of those with longer maturities. 

On some days during November buying orders for 
Government securities appeared in the market in a 
volume considerably in excess of selling orders. The 
Federal Reserve System on occasions when the dis- 
crepancy was largest and the consequent upward move- 
ment of prices most rapid, helped to meet the demand by 
offering for sale some securities from the Federal Open 
Market Account, just as, in early September, it had 
placed bids in the market when buying orders were far 
short of offerings for sale. In the two weeks ended 


December 1, 1939 


November 22, Reserve Bank holdings of Government 
direct and guaranteed notes and bonds showed a decrease 
of $45,000,000, in addition to a further reduction in 
Treasury bill holdings through maturities that were not 
replaced by purchases in the market. On November 29, 
the Reserve Bank holdings of Treasury bills amounted to 
only $35,000,000, a reduction of $442,000,000 since 
June 21. Holdings of Government direct and guaranteed 
notes and bonds, however, remained $429,000,000 greater 
than on August 23. 

The rise in prices of high grade securities and the 
decline in their yields during the past month occurred 
in the face of a moderate reduction in the volume of 
excess reserves held by member banks. After reaching a 
peak of $5,530,000,000 on October 25, member bank 
excess reserves were reduced by $360,000,000 during the 
last week of October and the first two weeks of November, 
but the volume remained far higher than at any time 
previous to September. The absence of any effect on the 
money market of the decline in excess reserves may be 
attributable to the very large volume that remained and 
to the fact that the principal factors in the decline were 
regarded as temporary—an increase in the amount of 
Treasury deposits in the Federal Reserve Banks, which 
resulted mainly from the sale of an issue of Reconstruc- 
tion Finance Corporation notes, and an increase, largely 
seasonal in character, in the amount of money in circula- 
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tion. The reduction in Reserve Bank holdings of Govern- 
ment securities also tended to reduce the amount of 
member bank reserves, but its effect was more than offset 
by a further increase in the gold stock, which during the 
four weeks ended November 29 was in the neighborhood 
of $250,000,000. 
Money Rates 

Indications of the tendency for money rates to revert 
to the levels prevailing before the beginning of the war, 
appeared not only in the decrease in yields on long term 
bonds, but also in some further decline in yields on 
Treasury notes and Treasury bills, and in a reduction in 
open market commercial paper rates to the levels that 
had been in effect for some time prior to September 1. 


Money Rates in New York 
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Member Bank CreEpDIT 

Total loans and investments of all weekly reporting 
member banks increased $435,000,000 in the four weeks 
ended November 22, the largest increase for any corre- 
sponding period in a number of months, and reached the 
highest level since the spring of 1931. The principal 
elements in the increase were a further expansion of 
nearly $100,000,000 in commercial and industrial loans, 
an increase of approximately $100,000,000 in invest- 
ments in Treasury bills, and an increase of about 
$180,000,000 in holdings of Government guaranteed 
securities, which reflected chiefly purchases of the new 
Reconstruction Finance Corporation notes issued on 
November 10. 

Nearly three fourths of the total increase occurred at 
reporting New York City banks. About one half of the 
increases in commercial loans and in holdings of Govern- 
ment guaranteed securities occurred at New York, and in 
addition the New York City banks increased their hold- 
ings of Treasury bills by $144,000,000. At weekly report- 
ing member banks in other principal cities, the increases 
in commercial loans and in holdings of Government guar- 
anteed securities were partly offset by reductions in 
holdings of Treasury bills. 

Deposits in the reporting banks, after declining at the 
beginning of November, rose subsequently to new high 
levels, both in New York City and in other principal 
cities represented in the reports. 


GovERNMENT SECURITIES 


Further recoveries in prices of United States Govern- 
ment securities occurred during November. The rising 


tendency of prices, however, was interrupted on several 
oceasions by reports with respect to impending new and 
refunding Treasury security offerings. As the month 
closed, the average yield on long term Treasury bonds 
was 2.36 per cent, as compared with the record low yield 
of 2.07 per cent reached in June. During the past month, 
the average yield on Treasury notes also underwent a 
further decline. 


Following three weekly issues in $150,000,000 amounts, 
the Treasury with the issue of Treasury bills dated 
November 8 returned to its preceding practice of issuing 
$100,000,000 of new bills, thereby simply replacing 
weekly maturities. Rates on the four $100,000,000 issues 
of November ranged from 0.020 to 0.015 per cent, the 
lowest rates since July. 


On November 28, the Treasury offered for cash sub- 
scription $500,000,000 of 2 per cent Treasury bonds, to 
be dated December 8, maturing on December 15, 1950, 
but redeemable on or after December 15, 1948. For this 
issue, the Treasury announced that subscriptions in 
amounts not exceeding $5,000 would be allotted in full, 
providing subscribers take registered bonds not deliver- 
able until 60 days after the issue date, although pay- 
ment in full is required on the issue date. This innova- 
tion, while assuring that bona fide investors will obtain 
the new bonds in moderate amounts, tends to discourage 
speculative purchases. 


CoMMERCIAL PAPER AND BILLS 


During November rates for open market commercial 
paper continued to ease and in the latter part of the 
month dealers were quoting average grade prime 4 to 
6 month notes at a range of 144-—% per cent. Thus the 
slight rise in rates that occurred in September has been 
canceled, and rates have returned to the level that pre- 
vailed for approximately eight months prior to the 
outbreak of the war. The quantity of new paper that 
dealers were able to acquire for offering in the open 
market continued much too small to satisfy the active 
bank investment demand. A total of $205,300,000 of 
paper was outstanding through commercial paper dealers 
at the end of October, as compared with $209,300,000 
at the end of September. A year ago outstandings 
totaled $213,100,000. 


The bill market remained quiet during November, 
reflecting the continued small supply of acceptances. 
At the end of October bills were outstanding in slightly 
larger volume than at the end of September but, in 
comparison with a year ago, the October figure repre- 
sented a decline of $49,000,000, owing mainly to a 
contraction in the volume of bills arising from foreign 
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Security Markets 


Stock prices continued to fluctuate within a narrow 
range during November, and turnover on the New York 
Stock Exchange was even smaller than in October. At 
no time in November did the general average of stock 
prices touch the high reached in September shortly after 
the outbreak of war, whereas in late October there was 
a temporary rise to about the September high. Toward 
the end of November, stock prices generally stood about 
7 per cent below the recent highs and some 13 per cent 
above the August low. 

As in the case of stock prices, medium and lower grade 
bond prices on the whole showed little net change during 
November. Railroad issues of Baa grade eased somewhat 
further in November, following the sharp rise in Sep- 
tember, while industrial and public utility bonds of 
this grade continued to advance. On the average, Baa 
bonds at the end of November were about 114 points 
below their early August highs, owing entirely to the 
recession in rail issues. 

It was in high grade corporation bonds that the most 
sustained price movement occurred during November. 
Reflecting this tendency, Moody’s Investors Service 
average price of Aaa corporate bonds rose an additional 
214, points and reached a slightly higher level than pre- 
vailed in August immediately before the outbreak of 
the war. This average remained, however, about 134 
points below the August high and about 2 points below 
the record high of July. The present level of high grade 
corporate bond prices is the highest which has existed 
during recent years, with the exception of the six month 
period between March and August of this year. 

A number of foreign bonds listed in this market 
showed further moderate recoveries in November, 
although, on the average, foreign bonds remained well 
below the quotations prevailing this year prior to 
September. 


New Financing 


The total volume of long term corporate and municipal 
financing remained at a low level in November, despite 
the appearance of the first public security offerings of 
any substantial size since the outbreak of the European 
war. These issues were the $30,000,000 of 21% per cent 
and 3144 per cent bonds of the City of New York, due 
from 1940 to 1969, and the $40,000,000 first mortgage 
314’s, due in 1964, and $12,500,000 debenture 4’s, due in 
1949, of the Public Service Company of Colorado. The 
New York City bonds were awarded on November 14 at 
an interest cost to the city of 2.56276 per cent and re- 
offered at prices to yield from 0.40 per cent to 2.85 per 
cent. Both the bonds and debentures of the utility com- 
pany were offered to the public on November 28 at 102, 
representing yields of about 3.40 per cent for the bonds 
and 3.75 per cent for the debentures. In the investment 
market it is thought that the successful flotation of this 
issue, constituting the first real test of the corporate new 
security market since mid-August, may operate as a 
stimulus to the offering of other of the large issues which 
have been in registration with the Securities aud Dx- 
change Commission since before the war began. 

Private sales reported during the month included 


$5,000,000 of National Gypsum Company debentures, 
$2,700,000 of collateral trust bonds of the Continental 
Telephone Company, and $2,100,000 of Long Island 
Water Company bonds. 

A revival in the issuance of railway equipment trust 
certificates has been evident in recent weeks, a total of 
about $9,500,000 of these obligations having been publicly 
offered by three railroads during November. The award 
of one of these issues, $5,700,000 of 2%4 per cent 
Bessemer and Lake Erie Railroad certificates maturing 
in from one to ten years, was made November 21 on an 
average yield basis of 1.60 per cent, reported to be the 
lowest since competitive bidding for this type of obliga- 
tion was first ordered by the Interstate Commerce Com- 
mission in 1926. In addition, at least six other railroads 
have requested Interstate Commerce Commission 
authority to issue equipment trust certificates, but it is 
expected that the Reconstruction Finance Corporation 
will be asked to purchase most of these issues. 

Total corporate and municipal financing for the month 
aggregated $168,000,000 as compared with $230,000,000 
in October ; these figures include public offerings, private 
placements, and exchanges. The month’s total was 
divided almost equally between the corporate and 
municipal classifications. In addition, an unusually large 
volume of short term financing appeared. This amounted 
to $229,000,000 for the month and included $100,000,000 
of State of New York 0.20 per cent seven and one-half 
month notes, about $50,000,000 of 0.60 per cent six month 
notes of local housing authorities, and $26,500,000 of 
Federal Intermediate Credit Bank 0.75 per cent con- 
solidated debentures, maturing in from one to six months. 


Foreign Exchanges 


Trading in the New York foreign exchange market 
during November was featured by indications of con- 
siderable pressure against a number of foreign cur- 
rencies. This development presumably was due, in part 
at least, to the month’s political and military develop- 
ments abroad. 

Interest continued to be centered in the sterling rate 
in the New York market, which, after having fluctuated 
during most of October in the neighborhood of the 
Bank of England’s official buying and selling rates 
of $4.04 and $4.02, showed a weaker tendency during 
the early part of the past month, accompanying reports 
of liquidation of London balances by certain neutral 
European and Far Eastern countries. This reaction 
culminated in a sharp break on November 9, when the 
rate receded to as low as $3.77, or only 2 cents above 
the low level reached on September 18. These lower 
rates apparently stimulated some demand, particularly 
on the part of domestic commercial concerns, and by 
November 13, the pound had recovered to as high as 
$3.95. During the rest of the month the rate fluctuated 
irregularly within a range of about $3.89-$3.95 in a thin 
market, and at the end of the month sterling was quoted 
at $3.90. The New York rate for the French frane 
continued to move approximately in line with that for 
British exchange. After opening the month at $0.0227, 
the French currency declined to as low as $0.0212%4 
on November 9, subsequently recovered to $0.022314, 
and at the close of November was quoted at about 
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$0.022114. Forward rates for both sterling and the 
franc showed a considerable widening of discounts dur- 
ing the past month. 

The European neutral currencies also underwent 
increased pressure during November, especially during 
the second week of the month, when there were fears 
that violation of Dutch and Belgian neutrality was 
imminent. The New York rate for the belga, which had 
declined 23 points to $0.1664 during October, depreciated 
further to reach a low of $0.1608 on November 10. There 
was a considerable recovery, however, during the re- 
mainder of the month, and the rate, at $0.165414 at the 
end of November, showed a net loss of only 91% points 
for the month as a whole. The quotation for Swiss 
francs, on the other hand, was maintained within a 
range of about $0.2242-$0.2248, and the New York rate 
for guilders did not go below $0.5308. Italian lire re- 
mained at the pegged rate of $0.0505. 

Canadian and Cuban exchanges both depreciated 
rather substantially in terms of the dollar during the 
month. With respect to the Far Eastern currencies, 
Shanghai dollars rose to 5 9/16 pence on November 4, 
the highest level since the middle of last July, but 
later moved irregularly lower to close November at 
4 13/16 pence, somewhat below the end of October. 
The Japanese yen continued to fluctuate near the pegged 
rates of $0.2344 and $0.2347. 


Gold Movements 


Imports of gold into the United States were larger 
in November than in October, but with that exception 
were the smallest since January, 1939. A further decline, 
however, occurred in the volume of gold held under 
earmark for foreign account at the Federal Reserve 
Bank of New York, which was reduced $91,000,000 to 
approximately $962,000,000 at the end of November. 
The amount under earmark at the end of November 
was about $340,000,000 below the peak reached in mid- 
summer of this year. The gold stock of the United States 
increased about $265,000,000 during November, reaching 
a new high of approximately $17,355,000,000. 

During the three weeks ended November 22, gold 
imports into the United States, as reported by the 
Department of Commerce, totaled $69,625,000, of 
which $7,554,000 came from England, $7,440,000 from 
Australia, $6,979,000 from Canada, $6,721,000 from the 
Netherlands, $5,849,000 from India, $5,113,000 from 
Sweden, $4,765,000 from Japan, $4,176,000 from South 
Africa, $3,770,000 from Italy, $2,990,000 from Switzer- 
land, $2,654,000 from Hungary, $2,302,000 from Norway, 
$2,117,000 from Colombia, $1,790,000 from Mexico, and 
$1,767,000 from Hong Kong. 


Business Profits 


Reflecting the moderate increase in the general volume 
of production and trade in July and August and the 
accelerated rise in September, this bank’s seasonally 
adjusted index of the profits earned by industrial and 
mercantile companies showed a moderate increase be- 
tween the second and third quarters of this year, as is 
indicated in the accompanying diagram. This rise in 
aggregate profits of companies reporting on a quarterly 
basis occurred despite a decline in profits of the auto- 
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mobile manufacturing and parts companies, and despite 
the fact that only one month of the period of rapid 
advance in production which followed the outbreak of 
war is included in the quarter under review. Profits 
of a number of groups of companies listed in the table 
showed increases of varying degree between the second 
and third quarters, and in the case of steel company 
profits the rise was considerable, especially in view of 
the usual seasonal tendency for a decline to occur at this 
time of the year. 

Third quarter earnings of the 399 companies sum- 
marized in the table, while 72 per cent above those of 
the third quarter of 1938, remained more than one- 
third smaller than in the corresponding quarter of 1937 
and about one-fourth less than in 1936. The largest 
percentage gains over the 1938 level occurred in the 
advertising, printing and publishing, automobile, avia- 
tion, heating and plumbing, machinery and tool, copper 
mining, paper and paper products, and railroad equip- 
ment groups; all of these groups reported third quarter 
net profits at least double last year’s totals. In addition, 
the steel and automobile parts and accessories groups 
reported sizable profits this year, in place of the deficits 
of a year previous, and the coal mining group, which 
last year showed a rather substantial deficit, this year 
reported a deficit of nominal proportions. All other 
groups also had better earnings records than a year ago 
with the exception of the petroleum, bakery products, 
shipping, and drug and cosmetics groups. Of the total 
of 399 companies, 13.5 per cent operated at a loss in the 
third quarter compared with 27.1 per cent in the corre- 
sponding period of last year. 

Total net profits of the 399 industrial and mercantile 
companies for the first nine months of this year showed 
an increase of 71 per cent over 1938, or approximately 
the same change as occurred in the third quarter; like- 
wise the decreases from the 1937 and 1936 levels were 
not greatly different from those reported for the third 
quarter. In general, tendencies among the individual 
groups were similar for the nine months and the third 
quarter, although percentage changes varied considerably 
in some cases. 

In line with the increased volume of car loadings, 
Class I railroads as a group reported for the third 
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quarter net income of $58,500,000 (after payment of 
interest and other charges), as compared with only 
$4,500,000 a year ago, $42,500,000 in 1937, and 
$66,900,000 in 1936. For the first nine months of 
the year there was a net deficit, amounting to $33,300,000, 
which, however, was only about one-fifth that of a year 
ago, and preliminary earnings reports and the current 
level of freight traffic indicate that Class I railroads 
as a group will probably earn some net income for the 
year as a whole. Net operating income of telephone 
companies and net income of other public utilities 
showed moderate increases over a year ago, both for 
the third quarter and the first nine months of 1939. 
(Net profits in millions of dollars) 
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Production and Trade 


Business activity gained further in November follow- 
ing the rapid advances in September and October. Steel 
mill operations, which had expanded from 62 to 89 per 
cent of capacity between August and October, averaged 
around 93 per cent of capacity in November. New buy- 
ing apparently slackened gradually and some reduction 


in previously accumulated order backlogs has been re- 
ported. Although new orders for cotton goods continued 
to lag behind current production, cotton textile mills 
maintained activity at a high level against orders re- 
ceived during September. Electric power production 
advanced somewhat further during November, and some- 
what less than the usual reduction occurred in rail- 
way freight traffic. Automobile production was higher 
than in October, but the rise was less than expected 
inasmuch as the plants of a major producer were shut 
down until the end of the month owing to a labor con- 
troversy. Department store sales appear to have ad- 
vanced considerably more than is usually the case in 
November. 

The pronounced rise in business activity which charac- 
terized September was extended during October. Al- 
though production of textiles and other nondurable 
goods was maintained in general at around September 
levels, output of durable producers’ goods, particularly 
steel, expanded substantially further. Another indica- 
tion of the rising momentum of activity in the so-called 
‘‘heavy’’ industries appeared in a new index of the 
operating rate in the machine tool industry, recently 
released by the National Machine Tool Builders’ Associa- 
tion, which showed an advance of 10 points in October to 
85 per cent of estimated capacity. Less than the expected 
seasonal rise occurred in the production of automobiles, 
owing to the labor troubles previously referred to, but 
sales of new passenger cars rose substantially, compared 
with a small advance at this time last year and reduc- 
tions in preceding years. 

Since the outbreak of the war in Europe, and more 
particularly since the repeal of the arms embargo in 
this country, a great deal of attention has been directed 
towards the American aircraft industry. The current 
intense demand for military planes, from foreign gov- 
ernments as well as from the United States, points to 
a further rise of activity in this industrial field. The 
accompanying diagram, showing a seasonally adjusted 
index of man-hours of employment at aircraft factories, 
portrays the growth of this ‘‘new’’ industry during the 
past seven years. Activity of aircraft factories, as re- 
flected in man-hours of employment, has more than 
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doubled during the past year, and the industry has 
reached a level of activity nearly six times the 1933 
average. 
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Building 

During October construction contracts in the 37 States 
covered by the F. W. Dodge Corporation survey were 
awarded at an average daily rate 19 per cent below the 
September level. The decrease between September and 
October resulted from reductions in all the major con- 
struction categories, but especially the heavy engineering 
class. Residential building contracts showed a decrease 
of 9 per cent from the September average, whereas 
ordinarily a moderate seasonal increase occurs in this 
type of awards during October. The reduction was 
almost entirely in apartment house contracts. Decreases 
in contracts for other types of buildings, however, wee 
more or less in accordance with seasonal expectations. 
Total construction contracts were 27 per cent smaller 
than the comparatively large volume of awards in 
October of last year, owing primarily to material reduc- 
tions in the categories of public purpose building and 
public works. On the other hand, for the first ten months 
of this year all the principal types of construction except 
public purpose building showed advances over the cor- 
responding period of 1938, ranging from 5 per cent for 
public works projects to 41 per cent for residential build- 
ing; the increase in total contract awards amounted to 
16 per cent. 
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Average Daily Value of Contracts Awarded for Residential Buildings, 
and for Public Works - Buildings Serving Public Purposes, 
Adjusted for Seasonal Variation (Based on F. W. Dodge 
eee data for 37 States) 


The accompanying diagram illustrates the varying 
courses of two of the principal types of construction in 
the 37 States from 1935 to date—residential building, 
and nonresidential construction of a public nature (public 
purpose building and public works projects). Residen- 
tial building this year has increased somewhat further 
and in general has attained the highest level since 1929, 
whereas public construction contracts have declined 
considerably since December, 1938, which marked the 
peak of contract awards under the most recent Federal 
public works program. Nonresidential construction of a 
publie nature, which for much of the period shown in the 
diagram was in larger volume than residential construc- 
tion, has recently been in smaller volume than residen- 
tial building. 

The daily rate of construction contract awards in the 
New York and Northern New Jersey area during October 
showed approximately the same percentage reduction 
from the previous month as for the country as a whole— 
20 per cent. Contracts for residential building in this 
area declined 26 per cent from the large September 
volume, and awards for commercial and industrial build- 
ings were 18 per cent lower. Further curtailment was 
apparent in public works projects, awards for which 
registered a 33 per cent decrease from the previous 
month. There were increases over September, however, 
in the categories of public purpose building and public 
utility construction, owing to the placing of large con- 
tracts for a public school building and for the elimination 
of two railroad grade crossings, all in Metropolitan New 
York. For the first ten months of 1939, total construc- 
tion contracts in this area were 3 per cent lower than in 
the comparable period of 1938, chiefly because of a 64 per 
cent decline in the public utility classification. 

For the first two weeks of November, the daily rate of 
construction contract awards in the 37 States increased 
42 per cent over the October average, owing especially to 
the inclusion of a large figure for a Tennessee Valley 
Authority project early in the month. Compared with 
the first half of November, 1938, total contract awards 
showed a 27 per cent increase. 


(Adjusted for seasonal variations, for estimated long term trend, ; 
and where necessary for price changes) ° ; 
Oct. 6 | 
Industrial Production 
Bituminous 74 4 wy V, 7 
Electric power... vA 
61 
Wool 91 2 
91 
.| 78 
Iding contracts.......... 44 
Car loadings, merchandise and misc.....} 77 
Car loadings, other. 75 
pin “¢ sales, U. 8 81 87. 
Department store sales, 2nd District....| 75 70p 
jie 95 95p 
Mail order house sales................. 89r 101 
New passenger car registrations........| 59 112p 
40 30 34 29 
1 1 
| 
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Commodity Prices 

Commodity prices generally showed less fluctuation 
in November than in September or October. Prices of 
raw products underwent a slight decline, according to 
Moody’s Investors Service index. 

Continued severe drought in the Southwestern winter 
wheat area and firming prices at Winnipeg resulted in 
some increase in cash wheat quotations. Cash corn 
advanced to 5214 cents a bushel, the highest price since 
the end of September, as the Federal Government an- 
nounced that it would lend farmers 57 cents a bushel 
on the 1939 crop; hog prices, on the other hand, reflect- 
ing increased supplies, declined $1.43 a hundredweight 
to the lowest level since October, 1934. Cotton prices 
at ten Southern markets rose 3% cent to 914 cents a 
pound, owing to the unusually small supply of ‘‘free 
eotton,’’ the announcement of a loan program on the 
new crop, the high rate of activity of domestic mills, 
and considerable foreign demand. On the other hand, 
wool and silk prices eased somewhat from the high 
levels reached in October. Hides were quoted nominally 
lower, while rubber prices remained fairly firm as 
shortage of rubber stocks here, coupled with a high 
rate of consumption, offset the large supplies reported 
en route to the United States and an increased export 
quota for the first quarter of 1940. 

The Iron Age composite price of scrap steel declined 
further to $18.58 a ton, $3.92 below the peak of early 
October, and there was a general reaffirmation of the 
current schedule of finished steel prices for the period 
through the end of March, 1940. Tin, after receding 
during the first half of the month to 4934 cents a pound, 
approximately the August 31 level, recovered 4 cents by 
the end of the month as hazards of shipping increased. 
Other nonferrous metals remained steady. 


Employment and Payrolls 


Nonagricultural employment increased by nearly 
400,000 workers between September and October, accord- 
ing to the Secretary of Labor. A majority of these 
workers were absorbed by manufacturing industries, but 
large employment gains were also reported in wholesale 
and retail trade and in mining; railroads increased their 
working forces for the tenth successive month. Com- 
pared with a year ago, it is estimated that the number 
of employed workers in all nonagricultural occupations 
has increased by about 1,300,000. 

During October, working forces in United States 
factories increased by 250,000 persons, or 3 per cent, 
and payrolls rose 8 per cent, the largest gains reported 
for any October in the past twenty years. Altogether 
there was an increase in factory employment of over 
800,000 persons between May and October. Most of the 
October gains in employment occurred in the durable 
goods industries, which as a whole employed 7 per cent 
more workers than in September. The iron and steel 
and nonferrous metals industries each reported 10 per 
cent larger working forces, and other sizable gains were 
registered by the machinery and transportation equip- 
ment groups. Seasonal contraction in canning and pre- 
serving resulted in a decline in employment in the food 
classification. As compared with October of last year, 
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1930 1033 1034 1035 1036 1037 1938 
Indexes of Employment in Factories Producing Durable Goods and in 
Nondurable Goods, ‘Adjusted for Seasonal Varia- 
tion (1923-25 average = 100 per cent; based on 
Bureau of Labor Statistics data) 
total factory employment was 12 per cent greater and 
payrolls were 20 per cent higher. 

Employment in durable goods manufacturing has in- 
creased much more rapidly than has employment in 
nondurable goods industries during the recent business 
upturn, as the accompanying diagram indicates. From 
August to October the number of workers in the durable 
goods classification increased 10 per cent, while work- 
ing forces in the manufacture of nondurable goods rose 
1% per cent. The present level of durable goods em- 
ployment is about one-third higher than in the summer 
of 1938, while nondurable goods industries are employ- 
ing only 11 per cent more workers now than at the 
low point of 1938. Employment in the manufacture of 
durable goods is ordinarily subject to much wider fluc- 
tuations than employment in the nondurable goods 
industries. Although the decline in durable goods em- 
ployment in 1937-38 was more than twice as large as 
the decrease for the nondurable goods classification, the 
recovery of the former has also been greater and employ- 
ment in the durable goods industries has now regained 
a somewhat larger proportion of the 1937-38 losses than 
has nondurable goods employment. 

Factory employment and payrolls in New York State 
increased sharply between September and October to 
reach the highest October levels since 1929. Although 
increases in employment and payrolls in September had 
been more or less in accordance with usual seasonal 
tendencies, the October gains of 4 per cent in the number 
of workers employed and 6 per cent in payrolls came at 
a time when little change ordinarily occurs. The larger 
advance in payrolls was due in some measure to the effect 
of holidays during the September reporting period. 
Expansion of working forces was widespread and most 
major industrial groups shared in the advance; the 
metals and machinery category and the textile group 
registered increases of 8 per cent each. However, 
there was no appreciable change in employment in the 
clothing industry, and the food group showed a net 
decline owing mainly to a sharp seasonal contraction in 
canning and preserving. Compared with October a year 
ago, total factory employment was 12 per cent greater 
and payrolls were 17 per cent higher. 


Foreign Trade 


Reflecting the effects of the present European war and 
a continuance of tendencies noted in preceding months, 
the value of this country’s foreign trade increased 
substantially during October. Imports valued at 
$215,000,000 showed a 21 per cent gain over a year pre- 
vious, and exports amounting to $332,000,000 registered 
an increase of 20 per cent. There was also an advance of 
19 per cent over the previous month in the case of im- 
ports, whereas ordinarily little change occurs between 
September and October. Exports showed an increase of 
15 per cent over September, which was about in accord- 
ance with seasonal expectations. The $117,000,000 excess 
of exports in October was larger than the export balance 
in any previous month, with one exception, since 
October, 1929. 

As the accompanying table indicates, the majority of 
the principal export and import groups contributed in 
some measure to the increases over October, 1938. Among 
the exports, a 45 per cent increase occurred in the 
category of semimanufactured products, owing to espe- 
cially large increases in shipments of industrial chemicals, 
naval stores, and semimanufactures of aluminum, iron 
and steel, and petroleum. Exports of manufactured food 
products also showed a large increase over a year ago, 
owing to larger shipments of such products as canned 
and dried fruits, partly offset by declines in exports of 
meat products. Most crude foodstuffs, however, were 
exported in somewhat smaller volume than a year ago. 
Shipments of finished manufactures of iron and steel, 
paper, rubber, and textiles, also of lubricating oil, metal 
working machinery, and motor trucks registered mate- 
rial gains. On the other hand, decreases from October, 
1938, were shown in exports of passenger automobiles 
and of aircraft, the latter reflecting the effects of the 
arms embargo in force in this country in October of this 
year. In the crude material classification, there was a 
large increase in raw cotton shipments and also substan- 
tial increases in exports of coal and a number of crude 
products, but exports of unmanufactured tobacco de- 
creased considerably. 


*! (in millions) compared with 

1 {October, October, 1938 Jan.-Oct., 1938 
*/Importst| Exports | Imports | Exports | Imports 

Crude materials....... 78.4 70.5 | + 8.8 1.3 | —16.4 23.8 
Crude foodstuffs....... 10.2 x —18.3 17.9 | —56. 11.3 
Manufactur’d foodstuffs} 27.5 32.6 1.8 12.9 | — 1.9 
Semimanufactures..... 27.1 21.6 

ished 4 ¥ ¥ 


Increases over a year ago also occurred in a wide 
variety of import classifications. The crude materials 
group showed a 31 per cent rise, which was accounted for 
principally by large gains in the value of crude rubber 
and raw silk importations, owing both to higher prices 
for these commodities and to increased quantities im- 
ported. Receipts of hides and skins, wool, and crude 
petroleum also were materially larger, while imports of 
uncut diamonds were greatly reduced. Imports of semi- 
manufactures showed a 27 per cent gain, in which the 
chief contributing factors were increased receipts of 
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copper, nickel, tin, lumber products (including wood- 
pulp), inedible expressed oils, and cut diamonds. Imports 
of beef cattle, cocoa, coffee, and bananas, in the 
category of crude foodstuffs, also showed sizable in- 
creases. On the other hand, among the manufactured 
foodstuffs, imports of edible vegetable oils, liquors, and 
sugar were well below the volume of a year ago, although 
the total for all manufactured foodstuffs was slightly 
higher. Receipts of the majority of finished manufac- 
tures, excluding newsprint paper, were smaller than in 
October, 1938. 


Department Store Trade 


For the four weeks ended November 25, total sales of 
the reporting department stores in this District were 
about 7144 per cent higher than in the corresponding 
period of 1938, and the daily rate of sales for this portion 
of November advanced considerably more than usual 
from the October average. 

Total October sales of the reporting department stores 
in this District were almost 44% per cent higher than 
in October, 1938, and sales of the apparel stores were 
about 4 per cent larger. Department stores in all local- 
ities continued to report a larger volume of sales this 
year than last, but for the District as a whole the daily 
rate of sales showed slightly less than the usual advance 
over September, which was a relatively good month for 
retail trade. 

Stocks of merchandise on hand in the New York and 
Brooklyn department stores remained somewhat lower 
than a year ago, while stocks in department stores in 
other localities were somewhat above the levels of Octo- 
ber, 1938. Apparel store stocks continued lower than a 
year ago. Collections of accounts outstanding were 
slightly slower than a year ago both in the department 
and apparel stores. 


Per cent of 
Percentage accounts 
change outstan 
October, 1939 September 
compared wi! col 
October, 1938 Oc 


On 
SESSRSS 


1938 1939 

Oct. Aug. Sept. Oct. 


96 
_ 
Stock 
Locality on hand 
Net end of 
| sales | month 
New York and 3.7) — 
Northern New York State.............| + 5.6]... 
Southern New York + 6.6 | 
Central New York State. . 3 
River Valley Dist: none sone 
823.0 | 207.1 | 417.9] +16.1| — 2.4] +13.4 
*Domestic exports only. tImports for consumption only. All department stores...............] #43]—0.3 | 46.7 46.0 
Apparel stores | + 4.1 | — 3.0) 47.6 47.3 
Store Sales and Stocks, Second Federal Reserve District 
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Business Conditions in the United States 
(Summarized by the Board of Governors of the Federal Reserve System) 


Volume of industrial production declined seasonally in December and 
showed little change in the first three weeks of January, when an increase is 
usual. Wholesale commodity prices were steady. Employment and payrolls 
increased further in December, and retail sales showed more than the usual 
seasonal rise. 


PropuctTion 


In December volume of industrial production declined by about the usual 
seasonal amount and the Board’s adjusted index was at 104 per cent of the 
1923-1925 average, about the level reached in November following an ex 
tionally rapid advance after the middle of the year. Changes in poten 4 
most lines tn December were largely seasonal. In the steel industry, however, 
production showed a greater than seasonal decline, and averaged 54 per cent 
of capacity in December as compared with 61 per cent in November. Lumber 
production showed little change from November to December, although usually 
there is a decline, and at textile mills and shoe factories activity declined less 
than seasonally. At meat packing establishments there was a reduction in output. 

Automobile production increased somewhat further in December. In the 
fourth quarter of 1938 production and sales of the new model cars were in 
about the same volume as in 1937; dealers’ stocks of new cars increased season- 
ally in this period but at the year end were much below the high level of a 
year earlier. 

Value of construction contract awards increased considerably from Novem- 
ber to December, according to F. W. Dodge Corporation figures for 37 Eastern 
States. The increase reflected principally a further rise in contracts awarded 
for Public Works Administration projects, which accounted for most of the 
sharp increase in awards that occurred in the last half of 1938. Contracts for 
private residential building decreased less than seasonally in December, while 
chewed Welle change and ob lew 


Employment and payrolls rose further between the middle of November 
and the middle of December. In most manufacturing lines the number employed 
continued to increase, when allowance is made for the usual seasonal changes, 
and in the automobile and machinery industries the rise was considerable. 
Employment and payrolls in trade increased more than is usual in the holiday 
season and in the construction industry employment showed much less than the 
usual seasonal decline. 


DISTRIBUTION 


Distribution of commodities increased more than seasonally in December. 
Sales at department stores showed the usual sharp expansion prior to Christmas 


Bank 


As the result of the post-holiday return of money from circulation, together 
with Treasury disbursements from its balances with the Reserve ‘Sue and 
imports, excess reserves of member banks increased nearly $600,000,000 

the four weeks ended January 18 to a new high level of $3,560,000,000. A 
large part of the increase occurred at New York City banks. 

Total loans and investments of reporting member banks in 101 leading 
cities, which increased substantially in the first three weeks of December, 
declined in the oe four weeks. There was some decline in loans and a 
reduction in holdings of United States Government obligations, reflecting in 
= distribution to the public of new securities purchased by banks in Decem- 
jag Deposits declined somewhat in the latter part of December but increased 

anuary. 


Monty Rates anp Bonp YIELDs 


Average on United States Government securities declined slightly in 
December and the first three weeks of January. For three consecutive weeks 
the entire new issue of 91 day declined slightly slightly 
basis. Commercial paper rates dec anuary whi open 
market money rates continued unchanged. 
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Business Conditions in the United States 
(Summarized by the Board of Governors of the Federal Reserve System) 
production increased less than seasonally in January and the 


first three weeks of February, following a rapid advance in the latter half of 
1938. Wholesale commodity prices continued to show little change. 


PRoDUCcTION 


In January volume of industrial production, as measured by the Board’s 
seasonally adjusted index, was at 101 per cent of the 1923-1925 average as com- 
pared with 104 in December. At steel mills, where activity usually increases 
at this output in January and the first three weeks of 

ebruary was at about the same rate as in December. Automobile production 
tame of | declined seasonally in the first two months of the year as retail sales showed 
average = 100 per cent) about the usual decrease and dealers’ stocks reached adequate levels. Output of 
cement declined in January, and there was also some reduction in output of 
lumber and plate glass. In the nondurable goods industries, where production 
had been at a high level in December, activity increased less than seasonally. 
Increases at cotton, silk, and tobacco factories were smaller than usual and at 
woolen mills there was a decline. Shoe production and sugar refining continued 
in substantial volume, and activity at meat packing establishments showed little 
change, following a decline in December. Mineral production increased some- 
. what in January, reflecting an increase in output of crude petroleum. 
\ 


Value of construction contracts awarded declined in January, according to 
F. W. Dodge Corporation figures, owing principally to a reduction in awards for 
publicly financed projects, which had been in large volume in December. Con- 
tracts for privately financed residential building continued at the recent advanced 
level, while awards for private nonresidential building remained in small volume. 
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of Factory employment and payrolls showed the usual decline between the 
average = 100 per cent) middle of December and the middle of January. In most individual industries, 

as well as in the total, changes in the number of employees were of approximately 

seasonal proportions. In trade, employment declined somewhat more than is 

usual after Christmas, 


DISTRIBUTION 
Sales at department and variety stores and by mail order houses showed 
the usual sharp seasonal decline from December to January. In the first two 
weeks of February department store sales continued at the January level. 


Volume of freight car loadings in January and the first half of February 
was at about the same rate as in December. 


CommMopITy PRICES 


Wholesale commodity prices generally continued to show little change in 
January and the first three weeks of February. Grain prices declined somewhat, 
following a rise in December, while prices of hogs increased seasonally. Changes 

small. 


Member Bank Reserves and Related Items in prices of industrial materials were 
(Latest figures are for February 21) 


Bank CREDIT 


Excess reserves of member banks, which reached a record high level of 
$3,600,000,000 on January 25, declined somewhat in February. This decline 
- resulted chiefly from a temporary increase in Treasury balances with the 
Reserve Banks representing cash receipts from the sale of the new United States 
Housing Authority and Reconstruction Finance Corporation notes. Purchases 
of these notes were also responsible for an increase in total loans and investments 
of reporting member banks in 101 leading cities, following a decline during 
January. 


Money Rates 


a Average yields on United States Government securities declined further 
during the first three weeks of February to about the lowest levels ever reached. 

New issues of 91 day Treasury bills, after selling at par or at a slight premium 

oe in late December and early January, were again on a slight discount basis 


Money Rates in New York City during February. Other open market rates continued unchanged. 
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ing the usual rise, and retail trade increased less than seasonally. In the 
first three weeks of March, however, industrial activity and trade showed 
F seasonal increases. Commodity prices continued to show little change. 


PRODUCTION 

Volume of industrial production was at about the same rate in February 
as in the two previous months, although usually there is an increase, and the 
Board’s seasonally adjusted index declined further to 98 per cent of the 
1923-1925 average. In the steel industry activity did not show the usual 
a a! ac seasonal advance. Pig iron production increased, but new orders for steel were 
of Physical Volume of Industrial Pro- in limited volume and ingot production remained at about 54 per cent of 
ted for Seasonal Variation capacity throughout the month. There was some decline in automobile assem- 
a average = 100 per cent) blies, following a period of considerable increase. Output of lumber and plate 
glass continued to decrease in February, while cement production, which had 
been curtailed in January, increased considerably. In the first three weeks of 
March steel production increased to about 56 per cent of capacity and auto- 

mobile output was also in somewhat larger volume. 


Textile production in February was at about the same rate as in January. 
At cotton and woolen mills activity increased somewhat but at silk mills there 
was a marked decline. Output of shoes and tobacco products continued at high 
~—\ levels. In the meat packing industry activity declined further and there was 

also a decrease in activity at sugar refineries. 

\ Bituminous coal production was maintained in February, and crude petro- 
leum output likewise continued in substantial volume. Anthracite output 
declined in February, and in March was reduced further as mine owners and 
workers agreed on a curtailment program. 


Value of construction contracts awarded declined in February, according 
be ae a to F. W. Dodge Corporation figures, owing principally to a further decrease 

1934 $36 987 1988 889 in awards for publicly financed work. Contracts for privately financed resi- 
Index of Nember of Factory Workers Employed, dential building increased further, while awards for private nonresidential 


(atae oon i oe ae building remained at the low level of other recent months. 


| _ February industrial activity continued at the January rate, without show- 


EMPLOYMENT 
Be DOLLARS Factory employment and payrolls increased somewhat less than is usual 
between the middle of January and the middle of February. Changes in non- 
manufacturing lines were largely of a seasonal nature. 


DISTRIBUTION 


Department store sales were in about the same volume in February as in 
January, although some increase is usual, and sales at variety stores increased 
less than seasonally, while mail order sales rose by slightly more than the 
seasonal amount. In the early part of March department store sales increased. 

Freight car loadings declined somewhat from January to February, reflect- 


ing for the most part reduced shipments of grains, forest products, and miscel- 
laneous freight. 
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Com™MopiTy PRICES 


Wholesale commodity prices were generally maintained with little change 
during February and the first three weeks of March. As is usual at this season 


Value of Construction Contracts Awarded (Three i i i i i i i 
ine of Ces a - ierncte Award ( prices of livestock and meats increased while dairy products declined. Silk 


verages of F. W. i dvanced iderably in thi iod. In th 1 f Mar 
prices advan considerably in this period. In the early part o ch current 
a —— ae prices of pig iron and of semifinished and finished steel were reaffirmed for the 
second quarter of this year. 


CREDIT 

Investments in United States Government obligations by New York City 
banks increased considerably in February and the first half of March. In this 
NDS period member banks reduced their holdings of Treasury notes and increased 
vER their bonds, reflecting in part exchanges of notes for new bond issues on 
res March 15. Excess reserves of member banks continued somewhat below the 
high level of $3,600,000,000 reached at the end of January, fluctuating largely 
in accordance with changes in Treasury balances at the Federal Reserve Banks. 


Money Rares 
he Average yields on United States Government securities declined to new 


A record low levels from February 27 to March 10, following the announcement 
jay by the Treasury that no cash would be raised in the March financing. Yields 
\ rose slightly after the middle of March accompanying renewed tension in 

“se Europe. New issues of 91 day Treasury bills continued to sell on practically 
Money Rates in New York City a no-yield basis during March. Other open market rates continued unchanged. 
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Wholesale Prices Compiled by the United 
States Bureau of Labor Statistics 
(1926 — 100 per cent) 
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Business Conditions in the United States 
(Summarized by the Board of Governors of the Federal Reserve System) 


l APRIL manufacturing production was maintained at about the same rate 
as in March but mineral production declined, reflecting a sharp reduction 
in output of bituminous coal pending settlement of negotiations between 
operators and miners. In the first quarter of this year industrial output, after 
a rapid rise in the latter half of 1938, increased less than is usual at this season. 


PRODUCTION 

Volume of industrial production showed little change in March and the 
Board’s seasonally adjusted index remained at 98 per cent of the 1923-1925 
average. The index for the first quarter averaged 99, compared with 101 in 
the final quarter of last year. Activity at steel mills in Mareh was at 54 per 
cent of capacity, a slightly higher level than in January and February. 
Automobile production increased less than seasonally; retail sales of cars 
continued to fluctuate around a level considerably higher than last year but 
lower than in 1936 and 1937. Dealers’ stocks of new cars began to decline 
in March, following an increase to a seasonally high level. Activity in the 
machinery industries increased further in March, continuing the rise that began 
last summer. Lumber production increased less than seasonally from the 
relatively low level of other recent months. 

Production of nondurable goods in March continued at about the level 
that has prevailed since last autumn. In the woolen textile industry activity 
showed a decrease from the high level of recent months, while at cotton mills 
and shoe factories output was maintained in large volume. At meat packing 
establishments and sugar refineries increases in activity were reported, follow- 
ing earlier declines. 

Value of construction contract awards increased in March, according to 
F. W. Dodge Corporation figures, reflecting a seasonal rise in residential and 
other private building. Awards for public projects showed little change. 

In the first three weeks of April bituminous coal production declined to 
a low level as most mines were closed, pending the settlement of biennial 
contract negotiations between mine operators and workers. Steel ingot pro- 
duction was reduced somewhat, averaging about 52 per cent of capacity, and 
automobile production showed little change from the rate reached in the latter 
part of March. 

DISTRIBUTION 


Sales at department stores and mail order houses increased somewhat more 
than seasonally in March, while variety store sales showed about the usual 
rise. For the first quarter as a whole retail sales were in about the same volume 
as in the final quarter of 1938, after allowance for seasonal changes. 

Freight car loadings showed less than the customary advance from 
February to March as loadings of coal declined and shipments of miscellaneous 
freight increased less than seasonally. In the first half of April there was a 
marked decrease in freight traffic, reflecting in large part a sharp decline in 
coal shipments. 

COMMODITY PRICES 

Prices of steel serap, copper, hides, and some other industrial raw materials 
declined from the middle of March to the third week of April, and there were 
decreases also in priees of livestock and dairy products. Silk prices rose con- 
siderably. The general level of wholesale prices, as measured by the index 
of the Bureau of Labor Statistics, declined to 76 per cent of the 1926 average 
as compared with 77 in the middle of March and at the beginning of the year. 


BANK CREDIT 


Reflecting continued heavy gold imports and Treasury disbursements from 
its balances at the Reserve Banks, member bank reserves and deposits increased 
sharply during the four weeks ended April 19. Excess reserves rose to a record 
high level of $4,000,000,000. Total loans and investments at banks in 101 
leading cities, which had shown little change during March, increased some- 
what during the first three weeks of April, reflecting principally continued 
purchases of United States Government obligations by New York City banks. 
Loans to brokers and dealers in securities declined. 


Money Rates AND Security Prices 
Prices of Government bonds and of other bonds of highest grades con- 
tinued firm at high levels during March and the first three weeks of April, 
while prices of the lower grade corporate bonds and of corporate stocks 
declined. The average discount rate on new issues of 91 day Treasury bills 
continued at a low level and other open market rates remained unchanged. 
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Volume of industrial production declined sharply in April oe chiefly 


shutdowns at bituminous coal mines and reduction in activity at textile mills. 
Retail purchases by consumers were maintained. 


PRODUCTION 


\ In April the Board’s seasonally adjusted index of output at factories 
| and mines was at 92 per cent of the 1923-1925 average, compared with 98 in 


March and 77 a year ago. 

In the steel industry production declined in April and the first three weeks 
of May but in the fourth week ingot output increased to 48% per cent of 
capacity, about the rate prevailing a month earlier. Around the middle of 
May substantial concessions were made in prices of some types of steel and it 
is reported that a considerable volume of orders for steel was placed during 

1935 1936 1937 1938 1939 this period. 

. Automobile production in April was at about the same rate as in March, 

although usually there is some increase, and in May output declined owing in 

average = 100 per cent) part to the fact that stocks of new cars were larger than is usual at this 

time of the year. Plate glass production decreased sharply in April following 
smaller declines earlier in the year. 

In the lumber industry output increased somewhat in April, while cement 
production, which had risen sharply in February and March, showed less than 
the usual increase. 

Textile production declined oa in April, particularly at woolen mills, 
where output had been at a high level, and in the silk ) p industry where 
further curtailment reflected in part recent high prices for raw silk. Output 
of shoes showed a decrease from the high level maintained during the first 
quarter of this year. At flour mills and sugar refineries activity increased 
further, while in most other nondurable goods lines changes in output were 
largely seasonal in character. ‘ 

Bituminous coal production was in small volume during April and the 
first half of May as most mines were closed pending settlement of contract 
negotiations between mine operators and workers. After the middle of May 
agreements were reached at most mines and output began to increase rapidly. 
Production of anthracite, which had been reduced in March, increased sharply 
cy —7o39°~ in April and erude petroleum production rose further. In the first half of 


laden Nambere of Pastery Eexplayment sed Pay- May anthracite production was maintained but petroleum output declined 
rolls, Without Adjustment for Seasonal Varia- somewhat. ? 

tion (1923-25 average = 100 per cent) Value of construction contracts awarded, according to the F. W. Dodge 
Corporation, was larger in — than in March, owing chiefly to a rise in 
awards for public projects. tracts for private construction showed little 
change in the aggregate as private residential contracts declined, contrary 
to seasonal tendency, while contracts for commercial, factory, and other private 
construction increased. In the first half of May awards for private work 
inereased somewhat while the volume of public contracts declined. 


EMPLOYMENT 


Employment in nonagricultural pursuits declined somewhat from the 
middle of March to the middle of April reflecting a sharp drop at bituminous 
coal mines offset in part by seasonal increases in construction and trade. At 
factories the number employed showed little change while payrolls declined 
considerably because of fewer hours of work. 


DISTRIBUTION AND COMMODITY PRICES 

In April distribution of commodities to consumers showed about the usual 
seasonal increase. The Board’s adjusted index of department store sales 
remained at 88 per cent of the 1923-1925 average, about the level that has 
prevailed since last autumn. 

Railroad freight car loadi declined sharply owing mainly to a redue- 
tion in shipments of coal. Leadings of miscellaneous freight showed less than 
the usual seasonal rise. 

Prices of grains and cotton advanced from the middle of April to the 
third week of May and there were also increases in prices of silk, hides, and 
bituminous coal. Prices of copper and steel scrap, on the other hand, were 
reduced and substantial concessions were granted in prices of several leading 
steel products. 


Bank CREDIT AND Money Rates 


Total loans and investments at reporting member banks in 101 leading 
cities, which had increased in April, declined during the first half of May. 
The decline was at New York City banks and reflected a reduction in loans to 
security brokers and dealers and redemption of obligations of New York State 
and City governments. After increasing substantially in April, demand 
deposits at banks in leading cities showed little change in the first half of May. 
Bank reserves increased further in May to a new high level. 

AW Prices of United States Government bonds and notes increased bang = 
during the last half of April and the first three weeks of May to new hig 


nes levels. The average yield on long term Treasury bonds declined from 2.34 
r cent on April 11 to 2.13 per cent on May 22. Other money rates showed 
little change 


Money Rates in New York City 


30 

| 

90 

19. 

Index 

tion, 
70 

Indexes of Value of Department Store Sales and 

Stocks, Adjusted fer Veriation 

| 


| 
J 


FEDERAL RESERVE BANK OF NEW YORK 
MONTHLY REVIEW, JULY 1, 1939 


in it 4 St t 
(Summarized by the Board of Governors of the Federal Reserve System) 
Industrial production, which had been receding on a seasonally adjusted 
basis during the first four months of this year, showed little change in May 
VY and increased considerably in the first three weeks of June. The advance 
reflected principally larger output of steel and coal, which had previously 


\ shown considerable declines. 
| PropucTion AND EMPLOYMENT 


In May the Board’s seasonally adjusted index of industrial production was 
at 92 per cent of the 1923-1925 average, the same as in April. Volume of manu- 
facturing production declined somewhat further, owing chiefly to reductions 
in output of steel and automobiles, but mineral production increased as most 
bituminous coal mines were reopened after the middle of the month. 
ae See Se Sere Steel ingot production, which had been at an average rate of 52 per cent 

ee ea of capacity in April, declined to 45 per cent in the third week of May. About 

Index of Physical Yelume of Rabyeet Seatac this time prices of some types of steel were reduced considerably and orders 

tee eae couaae = 100 per cent) were placed in substantial volume. Subsequently steel output increased and 

the current rate is about 55 per cent of capacity, approximately the level main- 
tained during the first quarter of this year. 

In the automobile industry output was reduced by about one fifth at the 
beginning of May, and in the latter part of the month there was further cur- 
tailment partly as a result of a strike at a body plant which led to the closing 
of most assembly lines of one major producer. In the early part of June the 
strike was settled and by the middle of the month output had risen to a level 

higher than that prevailing during most of May. Lumber production increased 
~ further in May following less than the usual seasonal rise during the first 


8 


quarter of this year. 

Output of nondurable manufactures in the aggregate was at about the 
m~ same rate in May as in April. At woolen mills activity increased sharply, 
following a decline in April, and at cotton and rayon mills output was main- 
tained. Mill consumption of raw silk showed a further sharp decline. At meat 
packing establishments output increased more than — and as in March 
and April was considerably larger than a year ago, reflecting a sharp increase 
40 es ee in the Camas of hogs slaughtered. Flour production continued in larger volume 
Index of Total Leadings of Revenue Freight, than is usual at this season, while at sugar refineries there was a decrease 

Adjusted for Seasonal Variation (1 in output. 
average = 100 per cent) Mineral production increased in May owing chiefly to the reopening of 
most bituminous coal mines. Anthracite production, which had been in large 
volume in April, declined in May, while output of crude petroleum increased 
somewhat further. 

Value of residential building contracts, which had shown a considerable 
decline in April, increased in May, according to figures of the F. W. Dodge 
Corporation. Public residential awards were higher owing to a greater volume 
of United States Housing Authority projects; private awards also increased 
but on a seasonally adjusted basis were below the high level reached in Febru- 
ary and March. Contracts for both public and private nonresidential construc- 
tion declined in May, following increases in the preceding two months. 

\ Factory employment and pay rolls showed little change from the middle 
MA of April to the middle of May, according to reports for a number of States. 


$ 8 3 8 


DISTRIBUTION AND COMMODITY PRICES 


Department store sales declined from April to May, while sales at variety 
stores and by mail order houses showed little change. In the first two weeks 
vee of June department store sales increased. 

1934 1935—=i‘z98G~C*«CNQ'T? Freight car loadings increased in the latter half of May, reflecting chiefly 

Indexes of Wholesale Prices Compiled expansion in coal shipments. In the first half of June loadings of coal increased 

States Bureau of Labor Statistics (1 further and shipments of other classes of freight also were in larger volume. 

average = 100 per cent) Prices of industrial materials, such as steel scrap, hides, wool, and print 

cloths, advanced somewhat from the middle of May to the third week of June. 

Wheat, silk, and coal prices declined early in June, following increases in 
May, and there were further declines in prices of livestock and meats. 


Bank CREDIT AND Money Rates 


the four weeks ended June 14 total loans and investments at 
member banks in 101 leading cities increased by $270,000,000, following a 
decline of $200,000,000 in the preceding four weeks. The major increase was 
in holdings of Treasury notes and bonds at New York City banks. Demand 
deposits increased sharply to new high levels both in New York and in the 
leading cities outside New York. 

During the first three weeks of June excess reserves of member banks 
showed little change from the new high level of $4,300,000,000 reached on 
May 24. Continued gold imports largely went into earmarked gold and into 
balances held for foreign account at the Federal Reserve Banks. 

Prices of United States Government securities, which had advanced sharply 
from April 11 to June 5, reaching a new high level, eased slightly during the 
next two weeks. The yield on the longest term Treasury bond outstandi 
declined from 2.49 per cent —— 11 to 2.26 per cent on June 5 and in 
to 2.32 per cent on June 19. er money rates showed little change. 
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Business Conditions in the United States 
(Summarized by the Board of Governors of the Federal Reserve System) 


of factories and mines increased in June chiefly sharp 
expansion at steel mills and bituminous coal mines. In the first half of 
July ree activity was generally maintained. 


PRODUCTION 

The Board’s seasonally adjusted index of industrial production advanced 
to 97 in June as compared with 92 in April and May. 

At steel mills output increased from a rate of 45 per cent of capaci! 
the third week of May to 54 at the end of June and to 56 in the third week of 
July. Automobile production, which had declined in May, showed some increase 
in June when a decline is customary. In the first three weeks of July automobile 
output was at a lower rate, reflecting in part curtailment preparatory to the 
changeover to new models. Plate glass production rose considerably in June. 
Output of lumber, which usually shows some increase over May, was unchanged. 
Among nondurable goods industries woolen mills showed increased activity in 
June, and activity at cotton and silk mills was maintained though declines are 
usual at this season. Meat packing was lower than in May. 

Mineral production increased considerably in June reflecting a sharp rise 
in output at bituminous coal mines which had been closed during April and 
the first half of May. Production of anthracite declined from May to June 
and there was some reduction in output of petroleum. 

Value of construction contracts awarded declined in June, according to 
F. W. Dodge Corporation figures, reflecting chiefly a greater than seasonal 
decrease in private residential building. Contracts awarded for public resi- 
dential construction, principally for United States Housing Authority projects, 
were maintained at the advanced level reached in May, while publie construe- 
tion other than residential showed a small decline. 


EMPLOY MENT 


Factory employment and payrolls increased somewhat from the middle of 
May to the middle of June according to reports from a number of important 
industrial States. There was a sharp expansion in employment at bituminous 
coal mines following the reopening of the mines in the middle of May, and 
the number employed on the railroads increased more than seasonally from 
May to June. 

DISTRIBUTION 

Department store sales showed a less than seasonal decline from May to 
June and the Board’s adjusted index advanced from 85 to 86, which compares 
with a level of 88 during the first four months of the year. Sales at variety 
stores and by mail order houses showed little change. 

Freight car loadings increased more than seasonally in June reflecting 
a sharp rise in shipments of coal and smaller increases in shipments of grain 
and reight. 

Commopity Prices 

Prices of hides, silk, steel scrap, copper, and some other industrial materials 
advanced from the middle of June to the third week of July, while some 
farm products, particularly grains, declined. Prices of most other commodities 
showed little change. 

AGRICULTURE 

A total wheat crop of 716,655,000 bushels was indicated on the basis of 
July 1 conditions, according to the Department of Agriculture. This would 
be much smaller than last year’s large crop and somewhat below the 1928-1937 
average. Cotton acreage in cultivation was estimated to be about the same 
as last year but one-third less than the 10 year average. A record tobacco crop 
is indicated. Most other major crops are expected to approximate last year’s 
harvests and are generally larger than average. 


Bank CREDIT 


Total loans and investments of member banks in 101 leading cities con- 
tinued to increase during the four weeks ended July 12, reflecting large 
urchases of United States Government securities. Commercial loans, whic 
had shown little change in recent months, increased slightly. Deposits and 
reserves at these banks rose to new high levels in July, reflecting continued 
oe imports and Treasury disbursements from its balances at the Reserve 


Money Rares 
Prices of United States Government securities, which had declined some- 
what during June, recovered part of the loss in July. The longest term 
Treasury bond outstanding showed a yield of 2.31 per cent on July 20, as 
compared with a record low of 2.26 on June 5. Open market money rates 
showed little change. 
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Business Conditions in the United States 
(Summarized by the Board of Governors of the Federal Reserve System) 


i JULY industrial activity, seasonally adjusted, rose sharply and was elose 
to the level reached last December. Prices of some industrial materials 
—— in recent weeks while those for agricultural products continued to 
ecline. 
PRODUCTION 

The Board’s index of industrial production, according to preliminary 
returns, advanced to 102 per cent of the 1923-1925 average in July as compared 
with 98 in June and 92 in April and May. The advance in July reflected 
chiefly a considerable further inerease in output of iron and steel, which 
usually declines at this season. Steel ingot production rose from an average 
rate of 52 per cent of capacity in June to 57 per cent in July and in the 
first three weeks of August was maintained around 60 per cent which for the 
month would represent about the usual seasonal inerease. Lumber production 
showed little change in July, although a decline is usual. 

In the automobile industry output showed a sharp seasonal curtailment 
during July and the first half of August, reflecting preparations for the shift 
to new model production which will be made about a month earlier this year 
than in other recent years. Retail sales of new ears continued in excess of 
——— and dealers’ stocks were greatly reduced. Plate glass production 

eclined sharply in July, following a substantial increase in June. 

Changes in output of nondurable manufactures in July were largely of a 
seasonal nature. At cotton textile mills and meat packing establishments 
activity showed somewhat less than the usual declines and at sugar refineries 
output increased from the low level reached in June. Flour production con- 
tinued in substantial volume. 

Mineral production expanded further in July as output of bituminous 
coal continual to inerease and petroleum production, whieh had been reduced 
in June, rose sharply. On August 14 the Texas Railroad Commission ordered 
a shutdown of most Texas oil wells for 15 days, beginning August 15, and 
susequently similar shutdowns were ordered in several other important oil 
producing States. 

Value of construction contracts, as reported by the F. W. Dodge Corpora- 
tion, increased somewhat in July, owing principally to a small rise in contracts 
for publie projects. Awards for residential work, both public and private, 
were practically unchanged from the June total. 

EMPLOYMENT 

Factory employment, which usually declines in July, was maintained this 
year at about the June level and payrolls showed a less than seasonal decrease, 
according to reports from a number of leading industrial States. 

DISTRIBUTION 

Sales at department and variety stores in July showed about the customa 
seasonal decline. In the first half of August department store sales Susounenll, 

Freight ear loadings inereased further from June to July. Loadings of 
coal continued to expand and shipments of miscellaneous freight, which usually 
decline at this season, showed little change. 


ComMopitTy Prices 
Prices of most farm products and foods declined from the beginning of 
July to the middle of August. Some industrial materials, principally steel 
scrap, nonferrous metals, and textile fabrics, showed advances in this period, 
while crude petroleum prices were reduced. 


AGRICULTURE 
On August 1 prospects for major crops were about the same as a month 
earlier, according to the Department of Agriculture. The first official estimate 
on cotton indicated a crop of 11,400,000 bales, somewhat smaller than last 
year’s crop and 2,400,000 bales less than the 1928-1937 average. World carry- 
over of American cotton, however, was estimated to have been somewhat larger 
on August 1 than the record volume of a year ago. 


Bank CREDIT 

Total loans and investments of member banks in 101 leading cities increased 
substantially during the four weeks ended August 9, reflecting chiefly increases 
in holdings of United States Government obligations and the purchase by New 
York banks of a large share of a new issue of New York State short term 
notes. Commercial loans continued to increase at New York banks but declined 
at banks in 100 other leading cities as corn and cotton loans that were 
approaching maturity were taken over by the Commodity Credit Corporation 
in accordance with a standing agreement. Deposits at reporting banks remained 
at high levels. 

Excess reserves of member banks increased further to new high levels in 
the latter part of July and the first half of August, owing principally to gold 
imports and net Treasury disbursements, partly offset by a reduction in Federal 
Reserve Bank holdings of Treasury bills. 

Money Rates 

The average rate on new issues of 90 day Treasury bills has increased 
slightly in recent weeks and on August 10 was 0.032 per cent. Prices of 
Treasury bonds showed little change from the middle of July to the middle 
of August. 
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Business Conditions in the United States 
(Summarized by the Board of Governors of the Federal Reserve System) 


| ap tantra activity, which had increased substantially during the summer, 

showed a sharp advance in the first half of September after the outbreak of 
war in Europe. Prices of basic commodities and equity securities rose sharply 
while prices of high grade bonds declined. 


PRODUCTION 

In August, the Board’s seasonally adjusted index of industrial production 
was at 102 per cent of the 1923-1925 average as compared with 101 per cent 
reached in July. Volume of manufacturing production increased further, but 
mineral production declined, owing to a temporary curtailment in output of 
erude petroleum. In the iron and steel industry output increased somewhat 
further in August and rose sharply in the first half of September, steel ingot 
se ane reaching a rate of 70 per cent of capacity in the week ended 

ptember 16 as compared with about 63 per cent at the beginning of the month. 
Automobile production showed about the usual sharp seasonal changes in this 
period as the shift to new model production was being made. Output of plate 
glass increased sharply. Production of nondurable manufactures advanced in 
August, reflecting chiefly increased activity at cotton and woolen textile mills. 
At meat packing establishments activity declined less than seasonally, while 
at flour mills, where output has been at a high rate in recent months, there was 
not the usual large seasonal increase. Shoe production advanced seasonally. 
At coal mines output increased by about the usual seasonal amount and ship- 
ments of iron ore were at the highest rate of this season. Petroleum production 
declined sharply during the latter half of August, reflecting shutdowns of wells 
in most of the principal oil producing States, but increased rapidly in the 
first half of September when the wells were reopened. 

Value of construction contracts, as reported by the F. W. Dodge Corpora- 
tion, increased somewhat in August, owing to larger awards for publicly 
financed projects, including several large dams and an increased volume of 
United States Housing Administration projects. Private residential building 
showed little change, although there is usually some seasonal decline. Other 
private construction, which in July had been the highest for any month in two 
years, declined in August. 

DISTRIBUTION 
ment store sales increased more than seasonally from July to August. 
The Board’s adjusted index advanced from 86 to 89 per cent of the 1923-1925 
average and was at about the level reached in the latter part of last year. Sales 
at variety stores showed little change in August. 

Freight car loadings rose somewhat further in August, reflecting chiefly 

continued increases in shipments of coal and miscellaneous freight. 


CoMMoDITY PRICES 
Prices of most basic foodstuffs and industrial materials advanced ly 
in the first half of September. Prices of wheat, corn, sugar, cocoa, and vegetable 
oils as well as of hides, rubber, wool, zinc, and tin showed the largest increases. 
The general level of wholesale commodity prices as measured by the Bureau 
of Labor Statistics index rose 3.1 points and in the week ended September 9 
was at 78.4 per cent of the 1926 average, about the same level as a year ago. 


AGRICULTURE 

Crop prospects showed some improvement on September 1 over a month 
earlier, according to the Department of Agriculture. Indications are that 
—— of all leading crops except cotton will be average or above average 
volume. A cotton crop of 12,380,000 bales, about 10 per cent below the 1928- 
1937 average, is forecast. This compares with a crop of 11,940,000 bales in 1938 
and an estimated world consumption of 11,265,000 bales of American cotton 

during the past season. 


GOVERNMENT SECURITY MARKET 

Average yields on long term Treasury bonds, which had advanced frac- 
tionally since last June, increased sharply by about % of 1 per cent in the 
latter half of August and early September. In pursuance of the System’s 

licy of endeavoring to maintain orderly conditions in the money market, the 

Federal Reserve Banks during the first half of September increased their hold- 

of Government securities by about $400,000,000. On September 1 the 
Board of Governors of the Federal Reserve System announced that the Federal 
Reserve Banks are prepared at this time to make advances on Government 
obligations to member and nonmember banks at par and at the same rate of 
discount. 

BANK CREDIT 

Total investments held by reporting member banks in 101 leading cities 
declined during the first half of September. At New York City banks the decline 
represented the redemption at maturity of Federal Farm Mortgage Corporation 
bonds and at banks in other leading cities it represented the sale of T 
bills and bonds. Commercial loans of city banks showed a substantial 
during August and the first half of September. 
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Vaus of industrial production, which had turned up sharply last summer, 
advanced still more rapidly in the six weeks after the outbreak of war. 
Employment also increased but at a less rapid rate. Consumption of goods by 
industry and by individuals has not expanded so rapidly as production and 
orders. Buying of basic commodities, after a burst of activity in early Septem- 
ber, has slackened considerably, but orders for many semifinished goods and 
for finished products, particularly machinery and railroad equipment, have 
continued in large volume. Most orders have come from domestic sources. 
Prices of basic commodities advanced sharply in the early part of September, 
but in recent weeks prices of foodstuffs have declined while prices of industrial 
materials in most instances have been maintained. Prices of finished goods 
have shown a much smaller advance. 


PRODUCTION 


In September the Board’s seasonally adjusted index of industrial produc- 
tion advanced to 110 per cent of the 1923-1925 average as compared with 103 
in August and 92 last spring. Increases in output of iron and steel, flour, sugar, 
meat products, and petroleum were particularly marked in September. In the 
steel industry ingot production rose from an average rate of 61 per cent of 
capacity in August to 71 in September. In the first three weeks of October the 
rate advanced further to 90 per cent and actual volume of output was at the 
highest level on record. Flour production rose to near record levels and at 
meat packing establishments activity was at the highest rate reached in several 
years. The sharp increase in output of crude petroleum followed a considerable 
reduction in the previous month and currently production is at about the high 
rate prevailing before wells were closed in the latter half of August. 

In other industries increases in activity, though quite general, were not 
so marked. Automobile production showed a sharp seasonal rise as volume 
production of new model cars was begun at most plants, and in related lines, 
such as plate glass, activity also increased. Textile production increased some- 
what further from the high level reached earlier. Shoe production, however, 
which had been in large volume in the first eight months of the year, decreased 
in September. Mineral production advanced generally and iron ore shipment 
schedules were expanded to build up stocks at lower lake ports before the close 
of the shipping season. 

Value of construction contracts, as reported by the F. W. Dodge Corpora- 
tion, rose further in September, reflecting a contraseasonal increase in private 
residential building. Other private construction showed little change and there 
was some reduction in the volume of new public projects, both residential and 
nonresidential. 

DISTRIBUTION 


In September and the early part of October department store sales 
increased considerably. Freight car loadings also advanced sharply, with the 
most marked increases reported in shipments of coal and of miscellaneous 
freight, which includes most manufactured products. 


ComMopiTy PRICES 


Wholesale prices of foodstuffs declined after the middle of September, 
following sharp advances earlier in the month. Prices of industrial commodities, 
which rose considerably until the third week in September, subsequently were 
generally maintained, although prices of some materials, such as steel scrap, 
hides, and rubber, declined from earlier peak levels. 


Bank CREDIT 


Following reductions during the early part of September, Government 
security holdings by member banks in 101 leading cities increased somewhat 
during the three weeks ended October 11, reflecting largely the purchase of 
Treasury bills. Commercial loans continued to increase, but at a less rapid 
rate than in late August and early September. The volume of demand deposits 
at city banks also increased further. 

Excess reserves, which had increased sharply at member banks during the 
first half of September, showed further moderate increases during the four 
weeks ended October 11. 


Money Rates AnD Bonp YIELDS 


Prices of United States Government securities increased in the latter part 
of September and the first half of October, following declines early in 
September. Average yields on long term Treasury bonds declined from 2.79 
per cent on September 21 to 2.62 per cent on October 16. Yields on Treasury 
notes declined to 0.78 per cent from 1.30 per cent early in September. 
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Business Conditions in the United States 
(Summarized by the Board of Governors of the Federal Reserve System) 


RAPD expansion of industrial output continued in October, and employment 
and payrolls increased considerably. Distribution of commodities to con- 
sumers, which had increased in September, was maintained at the higher level 
in October. In the first half of November industrial activity increased further 
but, with production in many industries approaching capacity, the advance was 
less rapid than in earlier months. Commodity prices generally showed little 
change during October and the first half of November, following the sharp rise 
in September. 
PRODUCTION 

Volume of industrial production showed a further sharp rise in October 
and the Board’s seasonally adjusted index advanced from 111 to 120 per cent of 
the 1923-1925 average. Marked increases in activity were reported in the steel 
and steel consuming industries and at mines. In the steel industry ingot pro- 
duction in October was at a rate of 90 per cent of capacity and actual volume 
of output was the greatest for any month on record. Some further increase in 
the rate of output was reported in the first half of November. Pig iron produc- 
tion also advanced sharply and lake shipments of iron ore, which had increased 
considerably in September, continued in exceptionally large volume. Activity 
in the machinery and shipbuilding industries and in most other steel ws 
lines rose in October but by a considerably smaller amount than output o 
steel. In the automobile industry, however, output showed less than the marked 
rise usual at this season. This was due to the fact that plants of one large pro- 
ducer were closed during most of the month by an industrial dispute. Mineral 
production in October was at record levels owing chiefly to a high rate of crude 
petroleum output. 

. In the nondurable goods industries activity was generally maintained at 
the high levels reached in August and September. Flour production declined 
—- however, following an ennepthenaii large volume of output in Sep- 
tember. 


Value of construction contracts, as reported by the F. W. Dodge Corpora- 
tion, decreased considerably in October, reflecting principally a reduction in 
awards for public construction. Private residential contracts continued in sub- 
stantial volume while awards for commercial and industrial building declined 
somewhat following increases in the previous month. 


EMPLOYMENT 


Reports from leading industrial States indicate that factory employment 
and payrolls increased sharply between the middle of September and the middle 
of October. Increases were particularly large at steel mills and in related 
industries. There was also a considerable increase in employment on the rail- 
roads in October. 

DISTRIBUTION 

Retail distribution of general merchandise in October showed about the 
usual seasonal rise from the advanced September level. In the early part of 
November department store sales increased considerably. 

Freight car loadings rose further from September to October, reflecting a 
large increase in shipments of miscellaneous freight, which includes most manu- 
factured products, and smaller increases in loadings of coal, forest products, and 
ore. 

CoMMODITY PRICES 

Price changes that have occurred since the general sharp rise in September 
have reflected largely particular developments in individual commodities. From 
the middle of October to the middle of November prices of a number of food- 
stuffs continued to decline and there were also decreases in some industrial 
materials, such as print cloths, wool, tin, and steel serap. Wheat, cotton, and 
burlap advanced somewhat while prices of most other commodities, including 
finished industrial products, showed little change. 


GOVERNMENT SECURITY PRICES 
Following a sharp recovery from the low of September 21, prices of United 
States Government bonds showed irregular changes during the period from 
October 24 through the first half of November. On November 15 yields on long 
term Treasury bonds were at 2.47 per cent as compared with 2.79 per cent on 
September 21. 


CREDIT 


Total loans and investments at reporting member banks in 101 leading 
cities increased substantially during the six weeks ended November 8, reflecting 
largely purchases of beng 3 bills by New York City banks. Commercial loans 
=" to show moderate 

els. 


creases. Deposits at these banks rose to new high 


| 
| 


